LOCAL GOVERNMENT BORROWING:
RISKS AND REWARDS
A REPORT ON CENTRAL
AND EASTERN EUROPE

DECENTRALIZATION IN THE REGION HAS LED T
L{rCAL GOAYERMMENTS HAYIMG A CHHHCE 1IN HRY
THEY GEMERATE REVEMUE. Loca  AUTHOR TES
MY ENHYY COMSIDERAR E HSCRETION IN POLICY=
MAHKING — THEY ARE RESFONSIELE FOR A YARIETY
- FMEIC SERYICES THAT REUARE <ARATAL
INVESTMENTS, TASATION HAS BECIME A MEARE F
FIHARAL INCHEFERNDERCE AND THE RIGHT T CRED-
IT INSTRAMENTS HAS EEEN FORMALICED.

AGAINST THIS REFORM 1M LOCAL SO0VERMNMENT,
PowEl SWIAMIEMICT ASKS Two HKEY UESTIOHE:
SHHND LAl S0YERMMENTS BEORESST AN
SHHAD LOCAL PHITIAANE SUPPHRT THE PRACTICET
WHAT 15 CLEAR 1N ANSWERING THESE {WESTIONS IS
THE MEET T METINGANSH BETWEEN BORRHPMNG Fit CAP-
ITAL INVESTMENT AND FORt FINANCING DAY-TO=DAY (HPERA-
ToHs. A BALANCED BADGET PRESCRIEES THAT LOGAL AUTHOR:

ITES HEVER TAME OH DEET TO COVER CURRENT COSTS, BUT IT
ALLUWS, AND EVEM PROMOTES, PRUDENT EORFHPWING FORt CAFITAL
PURPOSES. LoCal G0VERMMENTS MUST <HOOSE EETWEEN THE REWARD
OF CAFITAL IMPROYVEMENTS AND THE RISK OF DEET.

THE INTROMAMTION T THIS YWALUME oF THE Loca GoveERMENT PoLicy
PARTHERSHIF SHETCHES THE THECRETICAL AND PRACTICAL CONSEQUEMCES THAT LOCAL
GOVERMMENTS FACE IN DECIDNG T¢ BoRpow. T ATES EArLES FROM WES TERN
EvwtoPE WHEFE THEY HAVE SUCCEEDED AND FAILED IN MAMAGING CAPITAL Li{ANS.
SUBSEUENT COUNTRY STUMES REFLECT ON THE BORROWING MARKET IN THE CZECH
Rereuc, Estoras, Huncary, Pooann, Rorans, Russaa Aann Suorvaris. THEY RECO-
MEND STEPS THAT WOHAD FACILUTATE THE OPPORTUM TIES FOR LOCAL GOVERNMENTS T4 BOR-
ReW. REGUATION 15 ESSENTIAL T LOCAL GOVERNMENT ECFROMHNG AND A VARETY OF
PRACTICAL ARPAHGEMENTS ARE PRESENTEL.
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